International 
Market Information 
Series 


44 bh 
Ss’ 


Foreign Economic Trends 
and Their Implications 
for the United States 


AUGUST 1980 


CENTRAL AFRICAN REPUBLIC 


FET 80-080 
FREQUENCY: ANNUAL 
SUPERSEDES: 79-052 


PREPARED BY 
AMERICAN EMBASSY 
BANGUI 


MENT Op 
< s 


Prepared by the U.S. Foreign Service, 

U.S. Department of State, and released by the 
U.S. Department of Commerce 

International Trade Administration 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual sub- 
scription, $50. Foreign mailing, $12.50 additional. Single copies, 50 cents, available from Publications Sales 
Branch. Room 1617. U.S. Department of Commerce, Washington D.C. 20230. 





KEY ECONOMIC INDICATOR 


UNIT 1979 1977 1978-79 
Macro-Economic Indicators % Change 


Gross domestic product $ million 652.1 434.7 21.8 
Per capita income l]/ $ 283.5 193.4 19.6 
Wholesale price index 1979-100 223 172.0 13.8 
Money supply $ million 111.7 83.0 16.7 
Domestic credit $ million 142.6 103.6 15.6 


Government Economic Indicators 


Budget revenue and grants million 
Budget expenditures million 
Budgetary deficit million 
Capital expenditure million 
Official foreign debt million 


Foreign Trade Indicators 


Exports (FOB) million 
Imports (FOB) million 
Trade balance million 
Balance on current account million 
Debt service/exports % 


Commodity Production 


Diamond production 1000 carats 315 
Diamond export price average $/carats 144.4 
Diamond export value $ million 43.2 


Coffee production 27 1000 tons 


Coffee export price average $/pound 
Coffee export value $ million 


Timber production 1000 m3 
Sawn lumber production 1000 m3 


Timber export value $ million 


Cotton production 1000 tons 
Cotton export price average $/pound 
Cotton export value 3/ $ million 


Tobacco production 1000 tons 1.8e 
Tobacco export value $ million Bea 


Annual Average Exchange rates: 1977 $1.00 245.67 
1978 $1.00 225.64 
1979 $1.00 Bags te 


e - estimated; 1/ based on population of 2.3 million in 1979 and annual 


growth rate of 2.5%; 2/ metric tons; coffee, cotton and tobacco are crop 
years (1978/79); 3/ raw and processed F 





SUMMARY 


The economy of the Central African Republic has stagnated since the 1960s as 
evidenced by a steady decline in real per capita income. Despite the country's 
relatively broad resource base, poor development planning and inadequate management | 
have resulted in persistent budgetary deficits, an increasing foreign debt, deterioration 
of infrastructure and worsening terms of trade. The C.A.R.'s landlocked position 
physically isolates it from its foreign suppliers and markets. Transportation links have 
become increasingly unreliable and costly and rising oil import prices coupled with the 
vagaries of international market prices for C.A.R. export commodities have 
consistently resulted in a negative of balance payments position. 


Political instability, declining investor confidence and sharply reduced foreign aid 
disbursements contributed to a more pronounced decline in the C.A.R. economy in 
1979. Among the more disconcerting indicators are an estimated negative trade 
balance of $10 million, a budgetary deficit of some $31 million and an official foreign 
debt of $26 million equivalent to 22 percent of GDP. The deteriorating economic and 
political situation resulted in the toppling of the Imperial regime September 20, 1979 
accompanied by widespread looting and destruction of commercial and industrial 
property. 


The re-established republican government with the solid backing of France has 
stabilized the political situation and is working closely with bilateral and multilateral 
development organizations to implement short and long term economic and fiscal 
policies. Short-term measures include programs to increase coffee, cotton, tobacco, 
timber and livestock production for both domestic consumption and export as well as 
reductions in the budget and balance of payments deficits. The government expects 
increased private direct investment and larger development loan disbursements. The 
government also intends to limit the increase in imports to three percent in real terms, 
freeze salaries in the public sector, reduce the number of military personnel and 
decrease diplomatic representation abroad. A program has been developed to increase 
government revenue through increased export duties, the reduction or elimination of 
tax exemptions, and tax enforcement measures including the implementation of a tax 
census. The effect of this program is expected to increase revenue by some $7 million 
of which $4.5 million is to be used to pay arrears owned to foreign suppliers. Finally, 
the government is currently studying the staggering foreign debt situation it inherited, 
and is attempting to work out a plan for its orderly liquidation. 


AGRICULTURE AND ANIMAL HUSBANDRY 


Agriculture, animal husbandry and forestry employ 85 percent of the economically 
active population and represent 34 percent of GDP. Coffee, tobacco, timber and cotton 
production are important foreign exchange earners while manioc, sorghum, peanuts, 
millet and sesame make up the diet of most Central Africans. 224,000 metric tons of 
manioc, 88,000 metric tons of peanuts, 41,000 metric tons of millet and sorghum, and 
39,000 metric tons of corn were produced in 1979. Cotton and coffee account for 42 
percent of export earnings from non- UDEAC countries. Cotton is cultivated on some 
333,600 acres and is the primary source of income for 270,000 farming families. 
Cultivation is generally on units of less than 2 1/2 acres and is interspersed with 
subsistence crops. Output increased by nine percent in 1979 following 





a 12.5 percent increase in 1978. Prices to the producer have risen steadily since 1975, 
but plant diseases, inadequate supplies of fertilizers and insecticides, and inefficiency 
in the farm to market system have forced many small farmers to become subsistence 
farmers. As a result, cotton production has fallen from a high of 58,000 tons in 1969/70 
to 35,000 tons at the close of 1979. 


Coffee production increased 19 percent from 10.100 tons in 1978 to 12,000 tons in 
1979. Production is concentrated on large plantations, most of which are owned by 
foreign exporters. The plantations are well managed and have yields as high as 882 lbs 
per acre. Although export prices have dropped sharply from 1.51 a pound in 1977 to last 
year's average of $1.25 a pound, producer prices have been stabilized at 51 cents a 
pound to encourage planters to maintain and increase production levels. The European 
Development Fund (EDF), French Aid Program (FAC) and local banks are financing a 
comprehensive $6.3 million project to promote increased small-scale coffee production. 


Tobacco production declined 26 percent from 2.7 tons in 1978 to 2 tons in 1979. The 
decline is primarily attributable to declining demand for C.A.R. tobacco. The 
French-owned Regie des Tabacs which processes the bulk of C.A.R. tobacco through a 
joint venture with the government has announced its intention to reduce operations and 
close two warehouses in 1980. 


Fifty percent of C.A.R. animal protein consumption is filled by domestic livestock 
production. Available data estimate the livestock population at 900,000 head of cattle, 
850,000 head of sheep and goats, 262,000 swine and 1.4 million fowl. The C.A.R. 
Government, in conjunction with IBRD and EDF assistance programs, has pursued 
projects to improve and expand production. The International Development 
Association, the International Fund for Agricultural Development and the African 
Development Fund authorized credits totaling some $7 million in 1979 for the initiation 
of a long-term livestock development program for the improvement of livestock 
services to traditional herdsmen. The program includes the introduction and testing of 
simple pasture management techniques, the establishment of cooperative herdsmen's 
associations, and the preparation of a series of studies and surveys of animal health 
problems, pasture resources and sector development strategy. This and other ongoing 
programs are designed to reduce imports from Cameroon and Chad and have the 
ultimate goal of reaching self-sufficiency by the mid-to-late 1980s. 


MINING 


Mining activity in the C.A.R. centers almost entirely in the diamond sector. Diamond 
production has risen gradually in recent years, but has yet to reach the 1974 record 
level of 349,000 carats. Production increased to 315,000 carats in 1979 from a 1978 
level of 284,000 carats. Foreign exchange earnings from diamond exports have risen 
steadily from $45 per carat in 1975 to $144 per carat in 1979. As a result, diamonds 
replaced coffee as the C.A.R.'s primary export commodity in 1978 and will probably be 
the country's principal foreign exchange earner for the foreseeable future. 


American investment in the C.A.R. is concentrated in the diamond sector. Diamond 
Distributors International (DDI) of New York operates the domestic diamond cutting 
industry through a mixed enterprise with the C.A.R. government. This partnership, the 





Comptoir National du Diamant, is allocated five percent of raw diamond production and 
is the exclusive processor of gem quality diamonds in the country. In 1978, DDI 
exported some $3.7 million in raw and cut diamonds to the United States. 


Uranium deposits at Bakouma have proven reserves of 671,000 tons of ore. In 1975, a 
mining company, Uranium Centrafricain (URCA) was established with the joint 
participation of the C.A.R. government (one third), ALLSUISSE (one third), Compagnie 
Francaise des Mines d'Uranium (one sixth) and the French Atomic Energy Commission 
(one sixth). URCA feasibility studies estimate that $451 million will be required to 
establish a mining/processing operation at Bakouma. To date, exploitation is still in the 
pilot stage with 300 metric tons of ore (metal content, .025 percent) having been sent 
to France for processing in 1979. The question of profitability, given world market 
prices, financing and poor transportation links are problems which have delayed full 
implementation of the project. 


In 1975, a U.S. Geological Survey satellite discovered a magnetic anomaly located in 
the center of the C.A.R. The "Bangui Anomaly" suggests the existence of heavy metal 
deposits, although possibly at great depth. A more extensive analysis of the country's 
geological deposits remains to be done, including an aeromagnetic survey and specific 
mineral research. The Continental Oil Company (CONOCO) has _ conducted 
seismological and aeromagnetic surveys in northern C.A.R. and southern Chad. While 
oil deposits have been discovered in Chad, none have yet been located in the C.A.R. 
Limestone deposits of some eight million tons located in the Fatima and Bobassa 
regions are of sufficient quality to justify construction of a cement plant. Based on 
UNDP and South African financed feasibility studies which estimate that $28 million 
will be required to build a cement plant, the government is seeking financing and has 
already acquired some of the machinery required. 


FORESTRY 


Aproximately 1.4 million acres are covered in dense forest of which an estimated 1.1 
million hectares are exploitable. The timber industry is operated by French, Romanian, 
and Yugoslav firms in joint ventures with the government. Timber is harvested under 
concession on 486,000 acres of forest land. Production and export difficulties include 
long distances and time- consuming transport down the Oubangui and Aangha rivers to 
Brazzaville, then by rail to the ocean port at Pointe Noire and the competitive 
disadvantage of C.A.R. timber vis-a-vis woods of Asian origin which benefit from more 
favorable transport tariffs and thus sell at lower prices on the European market. 
C.A.R. timber exports are also limited by energy shortages, river navigation problems 
during the dry season and timber quality deterioration due to transshipment delays at 
Brazzaville which adversely affect final f.o.b. prices from Pointe Noire. In 1979, these 
variables combined to effect a 20 percent decline in production and an 18 percent 
decline in export earnings. Despite the foregoing, firms such as COROMBOIS and 
LOROMBOIS, both joint C.A.R. - Romanian companies, continue to expand their 
investments and are taking measures to improve timber felling, shipment and marketing 
operations. 


INDUSTRY 


Agricultural and forestry product processing represent the bulk of manufacturing 
activity. Smaller import substitution industries include small automobile and 





motorbike/bicycle plants, a shoe factory, a cigarette and cigar factory, a watch and 
clock assembly plant and a small clothing industry. Primary manufacturing facilities 
are a French-owned brewery and soft drink bottling plant and government-owned textile 
mills. Although industrial output increased gradually through 1978, it had not reached 
capacity levels and widespread looting and destruction of industrial property in 
September of 1979 reduced overall production figures for that year, especially in the 
textile industry. 


The Bokassa government nationalized private oil distribution, river transport and textile 
production interests in 1974. In 1976, SCED, a joint Canadian mining company/Diamond 
Distributors Inc. diamond mining company, decided to end its operation due to excessive 
government interference. Diamond and textile production figures have sharply declined 
in recent years and the river transport service and oil distribution systems have faltered 
under Central African management. In an effort to resolve the deteriorating situation 
in these critical sectors, the government has established mixed private/C.A.R. 
government companies in river transport and oil and is seeking foreign private sector 
investment in the textile industry. The possibility also exists that nationalized oil 
company interests will be returned outright to their original owners, among whom are 
included the Mobil and Texaco oil companies. As diamonds have become the C.A.R.'s 
primary export earner, the government is also looking for ways to attract foreign 
capital and expertise while assuring that the country will receive equitable payment 
from private exploitation. 


TRANSPORTATION 


The deteriorated state of road and river transport — internally and to outside markets 
— is a primary constraint on C.A.R. economic development and commerce. The road 
network of some 13,700 miles includes a national system of 3.076 miles of which 458.6 
miles are paved and 2,237 miles are rural trunk routes. Some 8,700 miles are made up 
of unmaintained feeder tracks. The C.A.R.'s paved roads include a 62.8 stretch from 
Bangui west to M'Baiki paved in 1972 with IDA credits, and 114 mile stretch from 
Bangui northwest toward Chad to Sibut funded by the European Development Fund. The 
C.A.R.'s road network has generally deteriorated since independence due to poor 
maintenance. A priority item in the C.A.R.'s 1980-85 Five-Year Plan is the 
improvement of the existing network and the implementation of road maintenance 
programs. In this endeavor, the government will require increased foreign financial and 
technical assistance. The World Bank, the African Development Fund and the Kuwait 
Fund have committed over $25 million to the ongoing paving of the 92 mile (148 k.m.) 
Bangui-Bossembele road which is an important link to the railroad at Garoua-Boulai on 
the Cameroon border where goods are shipped to and from the ocean port at Douala. 
The EDF plans to announce a call for tenders in July, 1980 for the reconstruction of the 
laterite section from Bossembele to Garoura-Boulai including training and equipment 
for subsequent maintenance by the C.A.R. Ministry of Public works. The FAC has 
provided credits for work on the Pissa-Bouchea, M'Baiki-Mongoumba and the 
Nola-Berverati-Gambola roads, and Japan recently provided $2.5 million in equipment 
for work on the Sibut-Bambari road. These projects will tie in with river access into 
and out of the country and will improve internal movement of agricultural products to 
urban centers for local consumption or export. Exploitation of the Bakouma uranium 
reserves will require paving the Bakouma-Bambari roads. Iraq initially provided $1 . 
million of the estimated $20 million required for this project, but additional funds have 
not been forthcoming. 





The river transport system carries 65 percent of all imports and exports. It was 
operated by foreign interests until 1974, when the Bokassa government nationalized the 
system and established the Agence Centrafricaine de Communications Fluviales 
(ACCF). The ACCF has experienced managerial and financial problems which have 
resulted in deteriorating equipment and declining traffic volume. To alleviate these 
problems, an investment program has been implemented with the assistance of the EDF 
and FAC to modernize and repair equipment as well as to improve and expand port 
infrastructure. A 49 percent interest in ACCF was recently sold to a French firm 
(SAGA Transport) which is to provide managerial and technical personnel 

as well as working capital. 


The C.A.R. has for some time envisaged the establishment of a rail link with the sea 
through the trans-Gabon network via Cameroon, Congo and Gabon. Studies have been 
carried out by the Japanese, Romanians, Yugoslavs and most recently by UDEAC. In 
the absence of concrete evidence of economic feasibility and financing, there is little 
to suggest that such a project will come to fruition. 


Bangui has direct air links with most neighboring countries as well as with France. The 
internal airline, Centrafrique Air, which had irregularly scheduled flights to Paris, 
Yaounde and Douala, discontinued operations in September, 1979. The air traffic 
control system and radio-navigation system at Bangui's M'Poko Airport and at smaller 
airfields outside the capital are government-operated with assistance from French and 
West German experts. 


TOURISM 


The C.A.R.'s broad, unspoiled savannas and dense tropical rain forest are rich in natural 
beauty and wildlife, and represent the country's primary tourist attraction. Foreign 
investors have expressed interest in promoting hunting and photographic safaris, but 
inadequate hotel facilities in the interior and the poor state of the road system have 
hindered development of the industry. Bangui has three large and comfortable hotels 
with a fourth under construction. The new hotel is being constructed and financed by 
South African interests and will be managed by Intercontinental. 


ENERGY 


Bangui's electricity needs are provided by two hydroelectric plants at Boali Falls having 
a capacity totaling 18,750 kw and a back-up thermal plant outside the capital. An 
additional eight thermal plants are located at urban centers in the interior and have a 
combined capacity of 4,000 kw. Total electricity production of 62 million kwh is 
estimated for 1979 of which 51.4 million kwh were consumed in Bangui and 346,000 kwh 
in secondary centers. A project to expand thermal generating capacity in Bangui and at 
secondary plants is planned with financing by the French Caisse Centrale de 
Cooperation Economique. 


The C.A.R. is entirely dependent upon imports to fill its petroleum product needs. An 
estimated 50 to 60 thousand metric tons were imported through Congo and Cameroon in 





1979. Importation of petroleum has been irregular since the nationalizations of foreign 
oil company interests in 1974 and the state oil monopoly (CENTRAHYDRO) has become 
increasingly dependent on the Rotterdam spot market for oil purchases. Due to 
payments difficulties with the Congo, and the slowdown in the river transport network, 
private importers are attempting to increase overland imports from Cameroon. As a 
result of increasing product and transportation costs, retail prices have doubled since 
April 1978. Serious shortages are common in Bangui and even more severe outside the 
capital. 


INFLATION 


Reliable estimates of the rate of inflation are difficult to determine due to limited data 
on overall price developments. Two available indices are for consumer prices which 
reflect household consumption by European residents of the C.A.R. expatriates in 
Bangui and wholesale prices which provide some indication of price movement but 
include gasoline, natural gas and other items imported for industrial use. The wholesale 
price index rose sharply in 1979 as a result of higher prices for fuel, electricity and 
industrial products. The overall increase for the year is estimated at 14 percent. 
Retail price data are not available for 1979, but estimates suggest that the average 
increase in retail prices exceeded 14 percent and may have been as high as 19 percent. 
These estimates are particularly noteworthy in light of government price and wage 
controls. Retail and wholesale prices are limited by profit margin controls which are 
fixed at 20 percent at the wholesale level and 35 percent at the retail level. In the case 
of certain staple commodities, permissible profit margins are limited to 5-10 percent at 
the wholesale level and 10-15 percent at the retail level. This suggests that the current 
rates of inflation are in large measure a product of sharply higher import prices. 


Wages and salaries remained fixed from mid-1974 through 1978 for civil servants and 
minimum wage earners in commerce and industry. In 1979, the minimum wage was 
increased in all categories by an average of 14 percent, further feeding the inflationary 
spiral. 


FOREIGN TRADE 


A combination of lower prices for the C.A.R.'s major exports, a deteriorating 
transportation infrastructure, insecticide and fertilizer shortages and liquidity 
problems resulted in a negative trade balance in 1978 of $9.6 million. Cotton export 
value declined 44 percent from $8.1 million in 1977 to $4.5 million in 1978, coffee 
export value declined 28 percent from $34.2 million to $24 million and timber export 
value declined 26 percent from $15 million to $11.1 million. 


Although coffee production increased by 3 percent during 1978, plummeting world 
market prices drove the average price per pound down from the 1977 figure of $1.51 to 
$1.23 in 1978. Reduced cotton export earnings resulted primarily from lower 
production as deteriorating market facilities, input shortages and plant disease induced 
many growers to resort to subsistence farming. 


Lower revenue from basic export commodities was largely offset by increased diamond 
export volume and increasing world market diamond prices which drove the average 
price per carat for C.A.R. diamonds from $77 in 1977 to $133 in 1978. Diamond exports 





of 267,000 carats earned $35 million compared to $21 million in 1977. A $2.6 million 
increase in tobacco export earnings further lessened the impact of declining export 
revenue. C.A.R. imports declined by 9 percent in 1978 largely as a result of the general 
deterioration in the terms of trade, reduced river access from Brazzaville due to low 
water levels and the poor performance of the state-run river transport service (ACCF). 
Imports from non-UDEAC countries totaled $76 million, down 2.6 percent from the 
1977 figure of $78 million. Imports consisted primarily of motor vehicles and spare 
parts, industrial machinery, electrical products, beverages and processed food items. 
France continued to be the C.A.R.'s major supplier providing 66 percent of total 
imports followed by Cameroon 12 percent, Japan 4.8: percent, West Germany 4.7 
percent, Peoples Republic of Congo 4.2 percent, and U.S. at 3.1 percent. 


Final foreign trade data have not yet been released for 1979. Available data suggest 
that total exports reached $105 million and imports $117 million for a negative trade 
balance of $12.1 million. Export earnings from diamond exports continued to rise and 
are estimated at $43.2 million. Coffee production increased in 1979 to 12,000 metric 
tons from the 1978 level of 10.1 metric tons. Export earnings are estimated to have 
increased from $26.0 million to $33.1 million. Despite lower prices, cotton export 
earnings are estimated to have increased marginally due to increased volume, while 
timber and tobacco export earnings declined during the period. 


The services balance for 1979 is estimated at minus $59.5 million compared to a 
negative balance of $54.2 million for 1978. freight and insurance represent more than 
one third of the services deficit while transport and private and government services 
constitute other major components. Private transfers increased by 71 percent for an 
overall increase in the current account deficit of 8.5 million to $64.3 million. Due to 
sharp increases in official transfers and non-monetary capital, the overall balance of 
payments deficit declined 29 percent from $5.2 million to $3.7 million. 


GOVERNMENT FINANCES AND ECONOMIC ACTIVITIES 


In 1980, the C.A.R. will continue to face pressing economic, fiscal and structural 
problems. The fiscal picture at the end of 1979 was marked by an estimated $30.5 
million budget deficit and a $3.7 million balance of payments deficit. Foreign debt 
reached $142.2 million exceeding budgetary revenue by some $56.4 million. The 
C.A.R.'s landlocked position and deteriorating transportation links to the outside world 
contributed to its development woes and to serious distribution problems which affected 
commerce and agricultural production. The GDP stagnated and an estimated 14 
percent increase in domestic prices further reflected the tenuous economic situation. 


The 1979 budget projected a 2.8 percent increase in revenue and grants to $85.7 million 
and a 6 percent rise in expenditures to $116 million. Revenue projections were based on 
an expected 4 percent increase in the GDP, a 100 percent increase in the beer tax, new 
taxes on petroleum products and transfers to the budget from Coffee Price 
Stabilization Fund receipts. These projections proved unattainable as political 
instability discouraged investment and, with the exception of the beer tax, other 
measures proved unrealistic. In addition, foreign aid disbursements declined and the 
implementation of new development projects was virtually nil. Available data suggest 
that these receipts fell short of the projected levels by approximately 





30.5 million. At the same time, expenditures fell short of estimates by $11.3 million 
largely due to reduced material and supply purchases and capital outlays. The resulting 
$30.5 million deficit could not be financed by Central Bank (BEAC) credits. French 
emergency budgetary assistance has been provided to cover a considerable portion of 
the deficit. 


The official foreign debt is estimated at between $142.2 million and $169.2 million. 
The C.A.R. is in arrears largely to French, Yugoslav, Austrian, South African and Swiss 
suppliers by some $28.2 million in principal and interest. Arrearages owed to French, 
British, and U.S. financial institutions are estimated at $3 million, while $46 million is 
owed to France, West Germany, Iraq, Kuwait, Romania, the U.S., the U.S.S.R., and the 
Peoples Republic of China for bilateral loans. Some $27 thousand in interest is owed on 
$57 million in committed long term multilateral loans. The government is currently 
conducting an inventory of the foreign debt as a first step in the preparation of a 
comprehensive plan to liquidate arrearages. In the meantime, a borrowing limit has 
been set at $20 million for 1980. 


In 1980, the government hopes to reduce the budgetary deficit by limiting expenditures 
to a 3 percent increase. Wages and salaries are to be frozen and personnel levels 
reduced principally through military cut-backs. Material and supply expenditures are to 
be maintained at present levels and diplomatic representation reduced. On the revenue 
side, a 17.5 percent to 21.5 percent increase in diamond export taxes has been 
announced. Stricter enforcement of existing tax laws, a tax census, and the elimination 
of a number of tax exemptions/concessions authorized by the previous regime should 
also increase tax revenues. These measures are expected to halve the 1980 budgetary 
deficit. The new government has also announced a series of measures to revive the 
economy. Priority will be given to the expansion of agricultural production by 
increasing the proportion of government investment for this sector. To increase quick 
yielding crop production, a major effort will be made to provide fertilizers, 
insecticides, and implements to individual farmers and cooperatives. Producer prices 
for cotton will be maintained despite declined export prices and emphasis will be placed 
on the improvement of the transportation network. Recognizing the importance of 
diamonds as the country's fastest growing export earner, the government intends to 
take measures to increase diamond production and exports through official channels. 


Currently under consideration are measures to increase staple crop production which 
has failed to keep pace with population growth. Envisaged is the use of manioc for 
alternative purposes, such as alcohol and starch production and promoting the increased 
use of corn in the Central African diet. 


FOREIGN INVESTMENT POLICY 


The investment code of the Central African Republic provides liberal tax and tariff 
benefits for foreign investment considered essential to the economic development of 
the country. The government encourages investment to further development in mining, 
agriculture, industry and tourism. Efforts to broaden the concentration of foreign 
investment from traditional sources (e.g. France) are apparent, and labor intensive 
projects which afford training opportunities receive special consideration. Labor costs 
are low, and in joint venture arrangements, the government can be expected to provide 





inputs such as land and utilities. Concessions for foreign investors include: exemption 
from duties and taxes on production and profits for up to five years; the right to 
write-off amortization against taxes after the initial tax holiday; preferential access to 
utilities; long-term tax stabilization on major capital investments; and general 
assurances of legal, economic and financial security. 


During the Bokassa era, government investment practices were not entirely consistent 
with stated policy as nationalizations, expropriations and revocations of concessionary 
rights and tax advantages occurred. A nationalization dispute which began with the 
expropriation of the subsidiaries of two American petroleum companies remained 
unresolved despite several bilateral discussions. 


The C.A.R. is $2.8 million in arrears on a $7.9 million Export-Import Bank loan for 
General Telephone and Electronic's installation of a microwave telecommunications 
system. Initial payments were made in 1975, but none thereafter. A_ tentative 
rescheduling agreement between EXIM and the government was reached in 1977. 
However, due to complications arising in the text of the final agreement, it was not 
signed by the two parties. There are also unresolved investment, operation and tax 
questions regarding other firms, both French and American. 


The new government is taking a sober look at these inherited problems and can be 
expected to resolve them in as timely and responsible manner as possible given the 
financial and economic constraints under which it must operate. Potential investors 
should establish that all parties clearly understand the duties, rights, and obligations 
which have been agreed upon. OPIC's political risk insurance can be issued for direct 
investment and for engineering and construction projects. A U.S.-C.A.R. agreement on 
investment guarantees has been in effect since January 1, 1965. There is no double 
taxation in the agreement and free capital repatriation is assured. There are no 
exchange controls as local currency is fully convertible to French francs. 


FOREIGN INVESTMENT 


Total foreign investment in the C.A.R. is estimated at between $120 and $130 million. 
French interests make up some $80 million of this total followed by Portuguese 
interests of $14 million and Belgian investments of $7 million. Yugoslavia, Romania, 
the U.S., Israel, Greece and Switzerland have lesser investments in the country. 
Twenty-five percent of foreign investment is in the commercial export-import sector 
and divided equally between Portuguese and French interests. Another 20 percent is in 
forestry with France providing two-thirds and Romania and Yugoslavia sharing the 
remainder. U.S., Israeli, and Belgian diamond interests account for 14 percent of 
foreign investment. Other foreign investments are in banking, a brewery and soft drink 
bottling plant, import substitution industries, and hotel-tourism. 


U.S. private investnent is concentrated in the diamond sector. A new York based 
company, Diamond Distributors Incorporated (DDI) values its current holdings in the 
C.A.R. at over $3 million. Included in this figure are its buying office and diamond 
cutting factory, stocks which vary from $400 to $800 thousand and prospecting 
information valued at over $2 million. DDI has been active in the C.A.R. since the late 
1930's and has operated the National Diamond Cutting Factory (Comptoir National du 
Diamant) as a joint enterprise with the C.A.R. since 1964. DDI reports average net 
profits on sales at 3 to 5 percent. Total sales for 1978 are reported at $3 million. 


-ll- 





Other U.S. investment includes a 10 percent interest ($64 thousand) held by the General 
Cigar Company in Bangui's MANUCACIG tobacco factory (1979 sales estimated at $1.3 
million) and a 51 percent interest held by four American investors in SACAF, a safari 
company catering to big game hunters. American investors in SACAF report their total 
fixed investment at approximately $500 thousand. 


U.S. SALES POSSIBILITIES 


American consumer goods are at a disadvantage in the C.A.R. due to European control 
of the commercial system, long-standing preferences for French-made goods, and costly 
and infrequent shipping from the U.S. to African ports servicing Bangui. In an effort to 
improve the operation of a number of state-run enterprises in river transport, cotton 
production/processing and petroleum importation/distribution, the government seeks 
foreign private investment and expertise. In certain cases, foreign investors may be 
able to acquire up to 49 percent interest and technical and managerial control. Should 
substantial inputs of capital for the expansion and renovation of existing facilities be 
forthcoming, sales opportunities for construction equipment, barges, and textile 
machinery will increase. Expected expansion in the agricultural sector and in local 
industry should provide a market for appropriate capital goods. American expertise in 
tobacco, livestock, cotton, timber and coffee production is well respected. 
Opportunities exist for sales of fertilizers, insecticides, seed, and agricultural and 
processing equipment. U.S. manufactured timber-handling and construction equipment 
are already in use in the C.A.R. Given the government's financial difficulties, foreign 
suppliers to public enterprises are generally expected to arrange or provide 
concessionary payment terms or credits for large scale purchases. 


Successful penetration of the C.A.R. market depends upon the ability to do business in 
French, the official and business language of the country. Firms sending 
representatives should translate all correspondence and documents to be used in local 
presentations to French prior to arrival. The average cost for a local interpreter is 
$113 per day. Americans are required to have visas to enter the C.A.R. Firms 
intending to send representatives should notify the C.A.R. Embassy in Washington, D.C. 
as far in advance as possible. Companies interested in the C.A.R. can obtain further 
information from the Department of Commerce district offices. Current economic and 
commercial information may also be obtained at the American Embassy in Bangui. 


*% U. S. GOVERNMENT PRINTING OFFICE: 1980—311-056/304 





